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OATH OR AFFIRMATION

I Arthur B. Mellin , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Mellin Securities, Inc. . as

of December 31, _,2005 , are true and correct. I further swear (or affirm) that

neither the company nor an)\' partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

NONE
OFFICIAL SEAL $
KATHERINE PROYCE A Signatug
NOTARY PUBLIC - STATE OF ILLINOIS  §
MY COMMISSION EXPIRES09129/09  § President
)

Title

/ Notary Publi /L/%A_,

This report ** contains (check all applicable boxes):

Xl (a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income|(Loss).

(d) Statement of mmmaammc ash Flows.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Propnetors Capital.

(f) Statement of Change‘s in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capxtal

(h) Computation for Determmatlon of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating/to the Possession or Control Requirements Under Rule 15¢3-3.

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Dett‘zrmmatmn of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(I) An Qath or Afﬁrmatipn.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing an‘y material inadequacies found to exist or found to have existed since the date of the previous audit.

0 OO0ORODREEEER

ROER

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-3(e)(3).




MELLIN SECURITIES, INC.

STATEMENT OF FINANCIAL CONDITION
AND INDEPENDENT AUDITORS' REPORT

DECEMBER 31, 2005




Board of Directors
Mellin Securities, Inc.

DUNLEAVY & COMPANY, P.C.

CERTIFIED PUBLIC ACCOUNTANTS
13116 SOUTH WESTERN AVENUE
BLUE ISLAND, ILLINOIS 60406
(708) 489-1680
Fax: (708) 489-1717

INDEPENDENT AUDITORS' REPORT

We have audited the accompanying statement of financial condition of Mellin Securities, Inc.
as of December 31, 2005 that you are filing pursuant to rule 17a-5 under the Securities and

Exchange Act of 1934,

our audit.

This financial statement is the responsibility of the Company’s

‘management. Our responsibility is to express an opinion on this financial statement based on

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America. Tho

se standards require that we plan and perform the audit to obtain

reasonable assurance about whether the statement of financial condition is free of material

misstatement. An audit 1‘

ncludes examining, on a test basis, evidence supporting the amounts

and disclosures in the stz\xtement of financial condition. An audit also includes assessing the
accounting principles used and the significant estimates made by management, as well as
evaluating the overall statement of financial condition presentatlon We believe that our audit

provides a reasonable bas

s for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all

material respects, the financial position of Mellin Securities, Inc. as of December 31, 2005, in

conformity with accounth‘

Blue Island, Illinois
January 27, 2006

ng principles generally accepted in the United States of America.

%a‘% fa

DUNLEAVY & COMPANY, P. C.
Certified Public Accountants




MELLIN SECURITIES. INC.

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31. 2005

ASSETS

Cash and cash equivalents

Receivable from b

Securities. owned
estimated fair

Other assets

TOTAL ASSETS

LI

Liabilities
Accounts payabl

roker/dealers
at market or
value

e, accrued expenses

and other liabilities

Accrued profit

Total

Shareholders' Equ
Common stock, n

sharing contribution

Liabilities

ity
o par value;

1,000 shares authorized, 100 shares

issued and ou
Additional paid

tstanding
~-in capital

Retained earnings (deficit)

Total

TOTAL LIABIL

The accom]

Shareholders' Equity

ABILITIES AND SHAREHOLDERS' EQUITY

ITIES AND SHAREHOLDERS' EQUITY

$ 22,416
43,058
58,285

370

$ 124,129

$ 11,515

694

$ 12,209
$ 1,000
113,264
(2,344)

$ 111,920
S 124,129

panying notes are an integral part of this financial statement.



MELLIN SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31. 2005

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

NOTE 2 -

Organization - The Company was incorporated in the state of Illinois on

November
Exchange

14, 1991. The Company is registered with the Securities and
Commission and is a member of the National Association of

Securities Dealers, Inc. The Company's principal business activity is the sale of

securities.

Securities
securities

Operations began January 14, 1993.

Owned - Securities positions are valued at market value and
not readily marketable are valued at estimated fair value as

determined by the board of directors. The resulting difference between cost and

market (or

Securities
securities t

fair value) is included in income.

Transactions - Commission revenue and related expense arlsmg from
ransactions are recorded on a trade date basis.

Cash Equivalents - Cash equivalents are defined as certificates of deposit and

l

U.S. government obligations with a maturity date of less than 90 days when
purchased by the Company, and those securities registered under the Investment
Company Act of 1940 which are comprised of cash and other short-term debt
instruments and are commonly referred to as "money market funds."

Estimates - The preparation of financial statements in conformity with generally

|

accepted accounting principles requires management to make estimates and
assumptior‘ls that affect the reported amounts of assets and liabilities and
disclosure |of contingent assets and liabilities at the date of the financial
statements| and the reported amounts of revenues and expenses during the

reporting period. Actual results could differ from those estimates.

INCOME TAXES

The Company has elected S Corporation status for federal income tax purposes.
Income ta-‘xes are therefore the responsibility of the Company's individual
shareholder.




MELLIN SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31. 2005

NOTE 3 - RETIREMENT PLAN

The Compgny has a discretionary profit-sharing plan covering substantially all

of its empl‘oyees. Included in this plan is a provision under IRS Code Section
401(k) whereby participants may contribute to the plan and the Company may
match any|portion of the participant's contribution. The Company’s matching

contribution for the year ended December 31, 2005 was $2,775.

NOTE 4 - NET CAPITAL REQUIREMENTS

As a registered broker/dealer and member of the National Association of
Securities Pealers Inc., the Company is subject to the Uniform Net Capital

Rule, which requires the maintenance of minimum net capital and requires that

the ratio o\‘f aggregate indebtedness to net capital, both as defined, shall not

exceed 15q0% Net capital and aggregate indebtedness change from day to day,
but at December 31, 2005, the Company had net capital and a net capital
requlrement of $80,444 and $5,000 respectively. The ratio of aggregate

indebtedness to net capital was 15%.

NOTE 5 - SECURITIES OWNED

Securities owned consist of trading and investment securities illustrated as

follows:
Equity securities at market value $ 35,785
Restricted securities at
estimated fair wvalue 22,500
Warrants at estimated fair wvalue -0~

Total 58,285

The warrants enable the Company to purchase restricted shares of an entity and
have been valued by the Company at their fair value.




MELLIN SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2005

NOTE 6 - CLEARING AGREEMENT WITH OFF-BALANCE-SHEET RISK

The Company has entered into an agreement with another broker/dealer
(Clearing Broker/dealer) whereby the Company forwards (introduces) customer
securities ‘transactions to the Clearing Broker/dealer, fully disclosing the
customer name and other information. The processing and, if applicable, any
financing ﬂ)ertaining to the introduced securities transactions is performed by
the Clearing Broker/dealer. The customer account is therefore maintained and
recorded i{n the books and records of the Clearing Broker/dealer on the
Company’s behalf. In consideration for introducing customers to the Clearing
Broker/dealer, the Company receives commissions and other consideration, less
the processing and other charges of the Clearing Broker/dealer. The Company
is required to maintain a $25,000 deposit with the Clearing Broker/Dealer to
assure the| Company's performance under the agreement. This amount is
included in "Receivable from broker/dealers" on the statement of financial
condition. | The agreement may be terminated by either party with 30 days prior

written notification. As part of the terms of the agreement between the

- Company and Clearing Broker/dealer, the Company is held responsible for any

losses arising when the customers introduced by the Company to the Clearing
Broker/dealer fail to meet their contractual commitments pertaining to the
purchase, s}ale and possible financing of securities transactions. The Company
may therefore be exposed to off-balance-sheet risk in the event the customer is
unable to fulfill its contracted obligations and it is necessary for the Clearing
Broker/dealer to purchase or sell the securities at a loss. The Company’s
exposure to risk would consist of the amount of the loss realized and any
additional lexpenses incurred pertaining to the transaction or other customer
activity.

NOTE 7 - RELATED PARTY TRANSACTIONS

Through common ownership and management the Company is affiliated with
Mellin Asset Management, Inc. (MAMI), a registered investment advisor,
Mellin Gréup, Inc. and Mellin Small Cap Growth Fund, L.P. During the year
ended December 31, 2005, the Company paid MAMI $17,500 for office space it

shares with the Company.




MELLIN SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2005

NOTE 7 - RELATED PARTY TRANSACTIONS - (Continued)

The Company also earned $229,030 in commissions on securities transactions
executed oh behalf of Mellin Small Cap Growth Fund, L.P. In addition, the sole
shareholder of the Company was responsible for the production of all the

. commission revenue of the Company for the year ended December 31, 2005 and
received nominal remuneration.

NOTE 8 - COMMITMENT

On February 2, 2000, the Company entered into an operating lease agreement
“for quotatilon services with an initial term of two years. The agreement is
automatically renewable for additional two year terms, unless 60 days written
notice is gi‘ven prior to the expiration of the current term. The total expenditures
relating to this lease for the year ended December 31, 2005 were $26,972. The
remaining minimum annual payments pursuant to this lease agreement for the

current and the renewal terms, excluding any additional charges, are as follows:

Year Ending Minimum
December 31, Payments
2006 $ 19,680
2007 1,640
Total 21,320




